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I Executive Summary 

The Pharmacy Reimbursement Commission was appointed by Governor Doyle to recommend 
savings in an equivalent amount as his veto message instructions to reduce payment to 
pharmacies by $29.5 million all funds ($12.5 million GPR).  The Governor instructed the 
Commission to find savings while compensating pharmacies fairly and protecting benefits to 
Wisconsin’s most vulnerable residents. 

This original savings target was based on Legislative Fiscal Bureau (LFB) projections that 
assumed a drug trend growth rate of about 12%.  Using the most current DHFS projected drug 
trend growth rate of 4.4%, the impact of the Governor’s veto instruction was re-estimated by 
DHFS and was revised to $22.8 million all funds ($9.6 million GPR).    

The Governor appointed the following members to the Pharmacy Reimbursement Commission: 
Á Sandy Anderson, Baraboo, President of St. Clare Hospital and Health Services 
Á Shiva Bidar-Sielaff, Madison, Manager of Cross Cultural Care and Interpreter Services at 

UW Hospitals and Clinics 
Á Deborah Captain, Abrams, Executive Director of Good Shepherd Services in Seymour 
Á Gary Donaldson, Mountain, President and Owner, Nicolet Pharmacy in Lakewood 
Á Patricia Finder-Stone, DePere, Consumer advocate and community activist 
Á Kimberly Hodgkinson, New Berlin, Director of Finance at Aurora Health Care Ventures 
Á Tyson Lang, Altoona, Pharmacy Manager of Colby Pharmacy in Whitehall 
Á Douglas Lee, Marshfield, Medical Director of Pharmacy Services at Marshfield Clinic 
Á Mark Moody (Chair), Madison, State Medicaid Director at Department of Health and 

Family Services 
Á James Riordan, Madison, President and CEO of WPS Health Insurance 
Á Nicholas Sharrow, Columbus, President of Sharrow Drugs, Inc. in Columbus and Owner, 

Zimbric Pharmacy in Waterloo 
Á Bruce Weiss, Fox Point, President and CEO of Managed Health Services, Inc. 

The Commission met four times between November 2005 and March 2006.  At its meetings, the 
Commission heard testimony from a variety of sources about the cost of dispensing; the cost at 
which pharmacies acquire brand and generic drugs; the potential impact of the implementation of 
the Governor’s veto instructions; and opportunities to save money and improve outcomes 
without cutting payment to pharmacies.   

The Commissioners are in broad agreement that retail pharmacists are important partners in 
controlling both prescription drug costs and overall health care costs, and that Medicaid payment 
practices should encourage that partnership more effectively than current practices or the 
payment reductions in the Governor’s veto instructions. 

The Commission’s report contains reports prepared by subcommittees of the Commission on a 
series of topics.

1. Commissioners Hodgkinson, Riordan and Sharrow prepared a report on the economic impact 
of the proposed vetoes.  Commissioners are concerned that the payment reductions would 
jeopardize the economic viability of some independent pharmacies and that others would 
withdraw from the Medicaid program.  Both outcomes could make it more difficult for 
consumers, particularly in rural areas, to get care and that could lead to higher MA costs for 
transportation and other services. 
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2. Commissioner Bidar-Sielaff prepared a set of recommendations regarding modifications to 
Wisconsin’s Pharmaceutical Care (PC) program, which allows pharmacists to bill for 
professional services above and beyond routine dispensing.  Her report recommends 
simplifying the administration and claiming for pharmacists; increasing fees; and expanding 
the services for which PC can be claimed. 

3. Commissioners Lee, Anderson and Weiss prepared a report on the potential quality and 
safety issues arising from the practice of dispensing free samples by physicians and 
recommended that the Department establish policies governing this practice. 

Pharmacy Cost Management Recommendations

The Commission as a whole reached broad consensus on the following measures to save money 
without harming patient care or outcomes: 

Estimated Savings 
Recommendation This Biennium (15 months) 

a) Expand preferred drug list
Á Without Atypical Antipsychotics $8.5 million 
Á Add Atypical Antipsychotics $4.0 million  

b) Dose Consolidation $2.1 million 
c) Tablet Splitting $4.3 million 
d) Quantity Limits $1.0 million 
e) 100-Day Supply $3.3 million 
f) Crossover Rebates $1.0 million 
g) Medication Review by Pharmacists $1.9 million 
h) Pharmaceutical Care Payment for Switch to Generic $0.7 million 

Total Estimated Savings This Biennium $26.8 million 

The cumulative savings per year (12 month period) at full implementation of these 
recommendations are estimated to be $24.5 million. 

Cost of Dispensing and Drug Acquisition Costs 

The Commission received testimony from Dr. Kreling, of the University of Wisconsin, on his 
findings on the costs of dispensing prescription drugs. He concludes that, in 2006, on average it 
cost a pharmacy in Wisconsin $9.50 to fill a prescription above and beyond the costs to acquire 
the drugs being dispensed.

Medicaid pays a dispensing fee of $4.38 per prescription plus an amount for the estimated cost of 
obtaining the drugs. 

There was agreement that the Department’s payment for generic drugs is, on average, very close 
to the pharmacies’ actual costs of acquiring them and there is very little gross margin on 
generic drugs to make up the difference between the $4.38 MA dispensing fee and the $9.50 
average cost of dispensing. 

The Commission was not, however, able to reach agreement on what it costs pharmacies to 
acquire the brand drugs they are dispensing and, therefore, what their average gross margin is for 
brand drugs.  The generally accepted range for brand drug acquisition costs is between 15% and 
22% less than AWP (a broadly available listing of “average wholesale price”) but individual 
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pharmacies’ costs do vary based on a number of factors.  Since Wisconsin Medicaid pays AWP 
minus 13% for MA and BadgerCare, and AWP minus 8% for SeniorCare, plus the $4.38 
dispensing fee, net payment to pharmacists is very sensitive to what their actual acquisition costs 
are for the drugs they dispense.   

The average drug cost for brand medications paid for by Wisconsin Medicaid was approximately 
$120 in 2005.  At that average price, the average gross margin on brand drugs before dispensing 
fee would range from a high of $16.80 to a low of $2.40 depending on the average discount from 
AWP that an individual pharmacy is able to achieve. 

Because of the great range in margin on brand drugs, the Commission did not arrive at a 
unanimous agreement on payment to pharmacies.  The Commission did, however, adopt the 
following recommendations by a vote of 8 to 3: 

Reimbursement Recommendations Estimated Cost
This Biennium (6 months) 

Á Reduce payment for brand name drugs to AWP-15%, 
effective January 1, 2007. 

($3.9 million) 

Á Eliminate the 5% premium for SeniorCare (brand and 
generic), effective January 1, 2007. 

($4.9 million) 

Á Increase generic dispensing fee to $9.88, effective January 1, 
2007.

$14.7 million 

Á Maintain current pharmacy reimbursement rates for brand 
name drugs through December 31, 2006. 

No impact 

Á Maintain the current brand dispensing fee. No impact 
Á Maintain current DHFS policy of an average mark-up of 10% 

on generic drugs. 
No impact 

 Total Estimated Cost This biennium $5.9 million 

The cumulative costs per year (12 month period) of these recommendations are estimated 
to be $11.9 million. 

Cumulative Financial Impact of Commission Recommendations 

The combined fiscal effect attributable to the pharmacy cost management recommendations for 
15 months and the reimbursement increase recommendations for 6 months is a net savings this 
biennium of $20.9 million, just short of the level sought by the Governor.  The combined savings 
this biennium reflect a later start date for the reimbursement changes than for the cost 
containment measures.   

Fulfilling the Governor’s savings target on an annual basis going forward would require 
cumulative savings of $15 million per year.  The Commission’s recommendations deliver a net 
$12.6 million in annual savings, which is $2.4 million short of the Governor’s annual target.  
Nonetheless, the combined recommendations of the Commission will produce nearly comparable 
total savings without a net reduction in pharmacy margins.    
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II Introduction and Commission Charge 

The biennial budget, 2005 Act 25, as vetoed by the Governor reduces Medicaid pharmacy 
reimbursement for brand name drugs to the Average Wholesale Price (AWP) minus 16%
and reduces the dispensing fee for all prescriptions by $0.50, from $4.38 to $3.88. These changes 
were estimated to decrease expenditures over the biennium by $29.5 million all funds ($12.5 
million GPR).  This original fiscal impact was based on Legislative Fiscal Bureau (LFB) 
projections that assumed a drug trend growth rate of about 12%.  Using the most current DHFS 
projected drug trend growth rate of 4.4%, the impact of the Governor’s veto instruction was 
revised to $22.8 million all funds ($9.6 million GPR). 

The proposed reimbursement changes were suspended while the Pharmacy Reimbursement 
Commission appointed by the Governor was convened.  The Governor has charged the 
Commission with finding alternatives that achieve comparable biennial savings.  The Governor, 
in a press release announcing the formation of the Commission, indicated a commitment to 
providing pharmacies with a fair payment rate while promoting cost efficiency that preserves 
Medicaid benefits for Wisconsin’s most vulnerable residents.  Specifically, the language of the 
October 27, 2005 press release was as follows: “The Governor remains committed to providing 
pharmacies with a fair rate while protecting benefits for our most vulnerable residents.” 

Department of Administration Secretary Mark Marotta, in a September 19, 2005 letter to DHFS 
Secretary Helene Nelson, provided this charge to the Commission: 

The Governor will appoint the Commission to develop recommendations to achieve biennial 
savings comparable to the amounts saved through the pharmacy vetoes.  To achieve these 
savings, the Commission should recommend changes to the state’s pharmacy reimbursement 
system for the MA, BadgerCare and SeniorCare programs.  These recommendations could 
include: implementing an alternative methodology for setting the acquisition price for name 
brand and generic drugs, using a tiered reimbursement system, and/or changes to the 
dispensing fee to reflect the level of therapeutic review. 

The Governor remains committed to providing reimbursement levels that represent a fair 
price and maximize efficiency in delivering health care benefits to our most vulnerable 
residents.  Working with health care industry representatives to reform and improve the 
reimbursement system for pharmacy benefits will enable us to reduce costs while 
maintaining vital benefits. 
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III Principles and Goals  

In meeting this charge, the Commission identified five broad principles and goals that served to 
guide its discussions and recommendations: 

1. The goals of Medicaid pricing and policy should be to lower overall expenditures for drugs 
while maintaining or improving health outcomes for consumers. 

2. Payments to pharmacies should be fair and recognize that pharmacists are important 
partners in the State’s efforts to control costs and achieve effective therapeutic outcomes. 
Specific outcomes to be encouraged should include continuing to increase utilization of 
generics and continue to transition consumers to more cost effective dosages or medications. 

3. Payment methods should require pharmacists to obtain drugs at very competitive prices. 

4. Payment to pharmacists should cover the reasonable operational cost of the services they 
provide, with ingredient costs reimbursed as close to actual costs as can reasonably be 
determined.

5. Medicaid policies and procedures should be designed to get the right drug to the consumer 
promptly, with a minimum of administrative costs and disruption for pharmacists and 
prescribers. 

Throughout its deliberations and decision-making process, the Commission sought to balance the 
interests of various stakeholders, including pharmacists, Medicaid recipients and taxpayers.  It is 
in the interest of pharmacies to be provided with sufficient reimbursement to cover their costs of 
doing business, i.e., the cost of the drug (ingredient cost), and the costs of dispensing and some 
profit margin.  It is in the interest of recipients to have convenient local access to quality 
pharmacy services that include sufficient time for the pharmacist to provide education and 
consultation.  It is in the interest of Wisconsin taxpayers that the Medicaid program net 
prescription drug costs are the lowest price possible consistent with the objectives above. 
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 IV Economic Impact of Veto Instructions 

The Commission discussed at length the potential impact of implementing the Governor’s veto 
instructions, which will reduce reimbursement to pharmacies by increasing the discount to brand 
name drug payments and by reducing the dispensing fee Wisconsin Medicaid will pay to 
pharmacies for both brand and generic drugs.  Three of the Commissioners produced a report on 
their assessment of the economic impact of the Governor’s veto, if allowed to stand.

Several Commissioners expressed concern that the Governor’s recommendation to reduce 
reimbursement for brand name drugs and to reduce dispensing fees for brand name and generic 
drugs would have a negative impact on Medicaid, BadgerCare, SeniorCare and HIRSP 
recipients’ access to pharmacy services.  These concerns are elucidated in the economic analysis 
report, which follows.
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Wisconsin Pharmacy Reimbursement Commission 
Economic Impact Analysis 

Kimberly Hodgkinson, Commissioner 
Jim Riordan, Commissioner 

Nick Sharrow, Commissioner 

Background

As part of the 2005-2007 State of Wisconsin Budget, Pharmacy Reimbursement 
for Medical Assistance, BadgerCare and SeniorCare was to be reduced as follows: 

(1) Rates for Brand Name Prescription Drugs 

Current Rate  AWP – 13% 
Proposed Rate  AWP – 16% 

(2) Dispensing Fees for both Brand and Generic Drugs 

Current Rates  $4.38 
Proposed Rate  $3.88 

The Joint Finance Committee restored the rates to their current levels, and the 
Governor subsequently vetoed these restorations to the Budget, and reinstated 
these reductions to the Budget. These proposed rates were scheduled for 
implementation on September 1, 2005 but were delayed until February 1, 2006 in 
order for other options to be pursued by a Pharmacy Reimbursement Commission. 

It should also be noted that factored into the Budget was a move of 52% of the 
drug spend due to the implementation of the Medicare Prescription Drug Plan 
(Part D) and the transition of Medicare-Medicaid dual eligible patients to Part 
D. The State will incur a claw-back that will require a graduated funding of these 
patients back to the federal level. 

Financial Review

The total biennium reduction in reimbursement to pharmacies based upon the 
current changes in the Budget will be $29.2 million. These reductions, when 
combined with the reimbursement rates for generic drugs, will result in Wisconsin 
having the lowest pharmacy reimbursement rates in the Midwest and perhaps the 
nation.

The following outlines each provision. 
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1.  Reduced Rates for Brand Name Prescription Drugs 

The average cost for a brand name prescription drug to the State is $120.12 per 
prescription. A 3% reduction in payment to pharmacies will result in a biennium 
reduction of reimbursement to pharmacies of $22.2 million based upon an 
effective date of September 1, 2005. 

  Average Cost per Prescription  $120.12 
  3% Reduction per Prescription  $3.60 
  Average Biennium Cost Reduction  $22.2 million*

2.  Reduced Dispensing Fees for both Brand and Generic Drugs 

A reduction of $0.50 per prescription has a total biennium impact of $7.0 million.*

Economic Impacts 

The following is a list of economic impacts that will result from the proposed 
reimbursement rates: 

1. Limited or No Access to Services
This reduced reimbursement has many pharmacies considering whether they 
are able to continue to serve this population. In most cases the reimbursement 
levels are substantially less than a pharmacy’s cost to dispense a prescription.
Pharmacies may completely discontinue servicing these patients or limit the 
sites that service these patients. 

Rural pharmacies are most likely to opt-out of the State program altogether.
Large corporations and healthcare-based pharmacy providers are likely to 
limit access by site.  

2. Reduced Quality of Services
Pharmaceutical services are meant to provide a patient with services to assist 
and maintain their health. Without adequate reimbursement, pharmacy staff 
will be reduced and less time will be available to provide the individual 
attention required for many of these patients served by the State programs. 
Reduced staff also increases the likelihood of medication errors, which in turn 
can result in increased costs for the State programs. 

3. Increased Costs to the State
If pharmacies close or limit access to services, the State will have to cover the 
travel expenses for any patient who does not have reasonable access to a 
pharmacy. In addition, this may result in higher medical expenses as patients 
are not able to access pharmacy services and then look to alternative sites for 
care, such as emergency rooms and urgent care sites.  

                                                          
* Subsequently reestimated by Department staff based on more recent data. 
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This would not only happen in rural areas, but in more populated areas where 
patients are not able to access pharmacy services because they are not located 
close to a bus line. 

4. Decrease in Economic Activity for the State
It is estimated that the decrease in economic activity for the State would be 
$84.1 million and a loss of approximately 957 jobs statewide. 

This will enhance the stress of working in the pharmacy services industry and 
continue to put a strain on the recruitment and retention of pharmacist and 
pharmacy staff. Pharmacies may also reduce employment benefits to those 
staff remaining in an effort to address the financial losses that would occur 
from the program reimbursement reductions. 

5. Impact on Other Pharmacy Contracts
The proposed reimbursement change has a domino effect to other 
reimbursement contracts that are directly linked to the State Medical 
Assistance reimbursement rates. Such contracts include services to nursing 
homes, assisted living facilities, and county services. This will further increase 
the negative financial impact to pharmacies. 

In addition, this may lead other pharmacy benefit services to seek lower 
reimbursements. Current commercial contracts are competitive on brand drug 
reimbursement, but provide for adequate reimbursement for generic drugs. 

Recommended Action Regarding the Economic Impact

The State cannot continue to reduce reimbursement to the pharmacies as a 
solution to its budget deficits. These businesses support the economy of 
Wisconsin and should be treated fairly with respect to the services they provide 
and the cost to provide such services.  Further, a review of Medicaid and 
SeniorCare program data illustrates that pharmacy provider reimbursement rates 
have not led to increases in program costs.  Program costs have risen due to 
increases in prescription drug costs and increased utilization of the program by 
recipients. 

The proposed pharmacy reimbursement reductions for the Medicaid, BadgerCare 
and SeniorCare programs should not be implemented as identified above. The economic 
impact reaches far and may limit, if not eliminate, access for the vulnerable 
population these programs are meant to serve.  

Pharmacy reimbursement should be restructured so that it provides fair 
reimbursement for both brand and generic drugs, as well as an appropriate 
dispensing fee. These enhanced reimbursements should be coupled with new 
and/or modified polices for the administration of the Medical Assistance, 
BadgerCare and SeniorCare programs.
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In addition to the report above, the Commissioners also noted that pharmacists are already 
adversely impacted by Medicare Part D in the following ways: 

¶ Conversion of 108,000 Medicaid dual eligibles to Part D and the lower fees paid by the 
Part D plans. 

¶ Serious cash flow concerns caused by significant Part D start-up problems. 

In addition, the increase in Medicaid’s generic fill rate from 52% to 62% has reduced pharmacy 
gross margin from about $17 to $4.75 for each prescription converted; far below pharmacies 
average cost to dispense of $9.50.

Commissioners predict that the cumulative effect of these changes and that the Governor’s veto 
will cause an unknown number of pharmacies to either close or stop serving Medicaid, 
BadgerCare and SeniorCare clients.  This would be more likely to happen in isolated, rural 
communities, leaving consumers with no local services. 

DHCF staff prepared an analysis that projects the revenue reduction for each participating 
pharmacy, which is attached in Appendix 1. 
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V Policy Initiatives and Program Improvements 

As directed by the Governor, the Commission spent significant time discussing options for 
pharmacy program savings achieved through means other than reductions in reimbursement rates 
to pharmacies.   

Two Commission subcommittees specifically submitted reports looking at policy changes.   

Pharmaceutical Care Program 

The Commission considered several changes to the Pharmaceutical Care (PC) program. 
Pharmaceutical Care promotes a patient-centered, outcomes-oriented practice of pharmacy. Its 
purpose is to maximize the effectiveness of medications for patients through intervention by the 
pharmacist.  The enhanced dispensing fee that accompanies these services is also designed to 
achieve net savings (payments to pharmacies are more than offset by savings from efficient 
medication management).  Wisconsin Medicaid currently pays providers for Pharmaceutical 
Care between $9.45 - $40.11 per service. 

Use of this benefit has been limited.  In SFY 2005, a total of $164,000 was claimed for 
Pharmaceutical Care.  Commissioners heard testimony that billing for pharmaceutical care is less 
than optimal because of the complexity of the billing procedures.  The Pharmaceutical Care 
report, which follows, outlines these issues in greater detail and proposes a series of 
recommendations to streamline and improve Pharmaceutical Care. 

The Commission reached broad consensus with the four recommendations contained in 
Commissioner Bidar-Sielaff’s report.  Some of the specific policy options recommended by the 
Commission are based upon use of the pharmaceutical care program.  The Commission further 
recommends that the Department implement the simplification and enhancement called for in 
the following report to ensure optimal use of the program and to maximize program quality and 
savings.
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Wisconsin Pharmacy Reimbursement Commission 
Pharmaceutical Care Program Recommendations 

Shiva Bidar-Sielaff, Commissioner 

At the 12/15/05 meeting of the Commission I volunteered to review the 
pharmaceutical care program offered by the State and to make recommendations 
for the Commission to consider relative to improving its design and use.  Indeed, 
during that same meeting, we ranked pharmacy care management and 
coordination (page 7 of 12/15/05 meeting minutes) as one of our top 
recommendations for a cost effective pharmacy reimbursement system. In 
addition to reviewing the published material on the program, I solicited the input 
of practicing pharmacists and the Pharmacy Society of Wisconsin in my review.  I 
respectfully recommend that the Commission consider and propose each of the 
recommendations below. 

Background

Under 1995 Wisconsin Act 27, the Department of Health and Family Services 
(DHFS) was required to develop an incentive-based pharmacy payment system 
that pays for Pharmaceutical Care (PC) services.  The term “pharmaceutical care” 
was defined formally in 1990 and refers to the practice of taking responsibility for 
optimizing all of a patient’s drug therapy in order to achieve better patient 
outcomes and improve the quality of each patient’s life.  Pharmaceutical Care is 
provided by the identification, resolution and prevention of drug therapy problems 
by pharmacist intervention.  The Wisconsin Medicaid Pharmaceutical Care 
Program (WMPCP) provides pharmacists with an enhanced dispensing fee for PC 
services provided to Medicaid fee-for-service and Senior Care recipients.  This 
enhanced fee was intended to reimburse pharmacists for services provided above 
and beyond the standard dispensing and counseling on a prescription drug 
product.

Though an important part of the Medicaid and SeniorCare pharmacy benefit, PC 
billing has not been widely adopted and utilized by Wisconsin pharmacists to the 
extent that was intended.  Barriers to the use of the program most often cited 
include: inadequate payment levels, complexity of billing, lack of uniformity 
among pharmaceutical care programs, and insufficient support among pharmacy 
managers.  By increasing payment for services provided and lessening the billing 
complexity, it is likely that pharmacy managers will increase their support of the 
program and encourage its use by pharmacists. 

The WMPCP enables increased quality of care to be provided to Wisconsin 
Medicaid and Senior Care patients, and decreases medication and other related 
health care costs to the State of Wisconsin.  Pharmacists are well-suited to provide 
these services to patients and the State should update the WMPCP to enhance its 
use and improve its value. 
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Recommended Changes to the Current WMPCP

1.  Separate the enhanced dispensing fee from the traditional dispensing fee. 

Decoupling the enhanced WMPCP dispensing fee from the traditional dispensing 
fee would allow pharmacists to more conveniently and consistently bill for 
services provided.  Currently, many pharmacy software systems require reversal 
of a drug product claim in order to bill for services provided while others require 
the claim to be voided and reentered in order to bill for PC services.  The amount 
of time required to successfully carry out these two scenarios is often cost 
prohibitive.  In addition, if the claim is denied, the pharmacy loses reimbursement 
for the enhanced dispensing fee in addition to the traditional dispensing fee.  The 
provision of a billing method by DHFS that separates reimbursement for the drug 
product from reimbursement for pharmaceutical care services provided would 
increase the use of the WMPCP by pharmacists. 

2.  Increase WMPCP payment levels. 

Current payment levels for pharmaceutical care services are insufficient and do 
not provide the necessary financial incentive for pharmacists to use the WMPCP.  
Recommended PC reimbursement changes include increasing  
ü product-oriented interventions to $30 per intervention. This will bring the 
reimbursement to a similar level than commercial payors. 
ü service-oriented interventions to $2-3 per minute. A study prepared for the 
American Pharmacists Association by The Lewin Group and published in May 
2005 (Medication Therapy Management Services: A Critical Review) indicates 
that to be sustainable “a payment system must provide unit payments […] to 
cover total costs (approximately $2.00 to $3.00 per minute, according to industry 
estimates.)”  

3.  Simplify the WMPCP billing process. 

Simplification of the current billing process and reimbursement structure would 
allow pharmacists to more feasibly bill for PC services.  The current WMPCP 
utilizes a myriad of codes that must match in order for payment to be received.  
Also, the list of pharmaceutical care interventions that is covered is lengthy.  The 
recommendation is to create a shorter list of WMPCP codes based on the most 
frequent PC interventions.

4.  Additional clinical service considerations for WMPCP.

The scope of the current WMPCP clinical service offerings should be reevaluated 
and updated.  Examples of additional clinical services to be considered include: 
use of tablet-splitting programs, medication therapy management services such as 
comprehensive and targeted medication therapy reviews, post hospital/skilled care 
facility discharge medication reconciliation, blood pressure and glucometer 
instruction and management, smoking cessation instruction, and pharmacist-
administered immunizations.   
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DHFS should work closely with the Pharmacy Society of Wisconsin and its 
members who have used the WMPCP program to define and implement specific 
changes to the current WMPCP based on the four previously mentioned 
recommendations.  

Recommended Action Regarding Further MTM Quality Improvement

The Pharmacy Society of Wisconsin has expressed its interest in the development 
of a statewide standard among health plans for the provision of medication 
therapy management and pharmaceutical care services.  DHFS should provide 
leadership and active participation toward the success of this effort, utilizing its 
experience with the WMPCP. 

The Commission has responded to this report by recommending several policy options outlined 
later in this report that utilize the Pharmaceutical Care incentives to initiate dose consolidation 
and tablet splitting programs, as well as medication reviews and generic conversions. 

The Commission has further recommended, as a quality improvement strategy, simplifying 
Pharmaceutical Care billing.  This effort will require time to develop new billing procedures and 
will consider issues of rates as the structure is reformulated. 

HP04024/PERM



Medication Sampling 

In a third report, Commissioners Anderson, Lee and Weiss explored management strategies to 
reduce sampling practices that compromise patient safety and the State’s Preferred Drug List by 
stabilizing patients on a brand medication via sampling.  As a companion to the report, the 
Sampling Medication subgroup also submitted an article on the subject from JAMA, which is 
attached as Appendix 2.

The Commission expressed broad support for changes in medication sampling policies, although 
time constraints did not allow us to discuss the recommendations in detail. The Commission 
recommends that this issue be further reviewed by DHFS staff.

HP04024/PERM



Wisconsin Pharmacy Reimbursement Commission 
Sample Medication Subgroup Recommendations 

Douglas Lee, M.D., Commissioner 
Sandy Anderson, Commissioner 

Bruce Weiss, M.D., M.P.H., Commissioner 

A sub-group of Commissioners were asked to review the potential quality, safety 
and financial impact that drug samples dispensed by practitioners have on the 
Medicaid, BadgerCare and Senior Care participants and to make 
recommendations to address these issues. 

Background

Regulatory
Both Federal and State statue require that specific records be maintained in the 
distribution and dispensing of prescription medication in order to closely track 
distribution of medications, in case of contamination or irregularities during 
manufacturing or storage.  Federal law (21 CFR 203.38) requires that 
manufacturers keep detail records of which sample medications are distributed to 
which physician/provider offices.  These records are to include control or lot 
numbers in such a manner to allow for tracking of the medication to the licensed 
practitioner, in cases of recall or adverse reactions.   

State law (Med 17.05) requires that a practitioner record in the patient’s record 
each prescription drug dispensed.   This recording of the medications should 
include quantity, lot numbers and expiration date for the purpose of identification 
of patients at potential risk of adverse effects due to a recall of medications.  
Rarely is the required record keeping actually documented in patient records, 
creating a potential issue of patient safety. 

Safety/Quality
Recent advances in on-line adjudication of prescription medications allow for 
real-time drug utilization reviews for possible adverse drug-drug interactions, 
excessive dosage or other potential adverse effects.  Dispensing of samples 
bypasses the claims system and therefore limits critical drug utilization data and 
circumvents these patient safeguards. 

An additional benefit of on-line adjudication of prescription medications is the 
opportunity to implement automated prior authorization step edits, based on prior 
drug utilization.  Automatic prior authorizations (PA) can be given based on pre-
determined protocols established by the P&T Committee based on a patient’s 
prior drug utilization history.  This process is also circumvented by the dispensing 
of samples.   
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Recommendations:

1. DHFS not approve PA requests for non-Preferred Drug Listing (PDL) 
medications based on the stated reason that a patient/recipient has been 
stabilized on a non-PDL medication provided as a “sample”.  These 
requests should be denied and the provider should be directed to prescribe a 
PDL medication. 
a. Initiating a patient’s treatment with non-PDL drug samples bypasses 

current patient safeguards for drug-drug interactions and circumvents the 
State's prior authorization process.  By excluding stabilization on samples 
as a valid reason for approval of non-PDL, the State will require that all 
prescriptions are adjudicated through the on-line system which records the 
utilization and provides numerous patient safeguards.

b. By disallowing “stabilization on samples” as an acceptable reason for 
authorizing continuation of a non-PDL medication, the State should 
realize lower costs through an increase of generic and PDL medications. 

2. DHFS should require that physicians provide, State-required
documentation regarding the dispensing of samples for all PA requests 
involving drug samples.   
a. This policy will assure compliance and awareness of current State 

requirements reqarding proper documentation involved in dispensing 
sample drugs. 

3. For any PA request based on failure of a non-preferred agent, which was 
provided as a sample, the prescriber must provide on the PA 
request the state-required documentation regarding the dispensing of 
samples. This documents compliance with State statute and that
a sample was tried and failed. 
a. Prescribers will need to be reminded that all medications being dispensed to

patients, including Medicaid, BadgerCare and SeniorCare enrollees, are 
subject to State dispensing and documentation requirements to assure 
patient safety and accuracy of the medical record. 

b. Such documentations for samples should be placed in the patient record 
and include the recording of the medication, strength dispensed, frequency 
of dosing, number of units, lot number and expiration date. 

c. DHFS should evaluate the impact these changes have on the number of 
PA requests received and approved.

4. DHFS should initiate meetings with other stakeholders to discuss 
opportunities and partnerships to address the sampling issue and any 
other issues that impact on quality of drug selection.  Such areas of 
opportunity may include: 
a. Analysis of the costs borne by medical practices by dispensing sample 

drugs.
b. Education of prescribers about the regulatory requirements and risks 

imposed by sampling.
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c. Identifying parties with common interests and abilities to address common 
concerns.

d. Parties who might have common interests in this may include the State 
Medical Society, Pharmacy Society of Wisconsin, Wisconsin Association 
of Health Plans, other payers, University of Wisconsin researchers and 
any state organizations interested in improving patient safety and reducing 
healthcare costs. 

The sampling practices report made specific recommendations for using the prior authorization 
process to discourage the practice of stabilizing patients on a brand medication using samples.  
The Commission encourages the Department’s Prior Authorization Advisory Committee to 
review and consider these recommendations. 
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Pharmacy Cost Management Recommendations 

The Commission also recommends the following savings initiatives be initiated by the 
Department to promote cost efficiency / cost savings while encouraging appropriate utilization 
and maintaining quality care.  Savings estimates provided below have been calculated by DHFS 
staff for the remainder of the biennium, and are All Funds. 

Preferred Drug List – The Commission supports the continued implementation of the Preferred 
Drug List, and supports consideration of the atypical antipsychotics for inclusion on the PDL.
Estimated savings: $12.5 million ($8.5 without atypical antipsychotics). 

Dose Consolidation – For appropriate classes, dispense one larger dose per day instead of two 
smaller doses.  Estimated savings: $2.1 million, net of a $10 per service pharmaceutical care 
payment. 

Tablet Splitting – Split tablets for drugs with relatively “flat” pricing, (the cost difference 
between strengths is minimal), so that splitting the drug with twice the strength reduces the cost 
of the drug by 50%.  Estimated savings: $4.3 million, net of a $10 per service pharmaceutical 
care payment. 

Quantity Limits – Reduce allowable days supply per month to less than the standard 30 days 
supply for selected drugs, as clinically appropriate.  Estimated savings: $1.0 million. 

100 day supply – Allows a recipient to obtain larger quantities of select maintenance drugs at a 
time, thereby reducing the copayment for the recipient and decreasing the professional fees paid 
for by the program.  Estimated savings: $3.3 million. 

Crossover Rebates – Claim manufacturer rebates on Medicare crossover claims by compiling a 
5-year claims history for single source J codes.  Estimated savings: $1.0 million. 

Medication Review by Pharmacists – Introduce a medication review program for recipients 
who are receiving more than 10 prescriptions per month.  Pharmacies receive a $25 
pharmaceutical care fee for each review completed.  Estimated savings: $1.9 million (assumes 
5% of prescriptions in excess of 10 per month can be eliminated, with each prescription valued at 
$65 and assuming a $25 pharmaceutical care payment offset).  

Pharmaceutical Care Payment for Shift to Generic Products – Pay pharmacies a 
Pharmaceutical Care fee between $10 and $15 when they are successful in converting an existing
prescription that has been filled in the past as a brand to a generic or PDL preferred prescription.  
Estimated savings: $0.7 million.  (Assumes 8,500 to 9,000 prescriptions will be converted at an 
average net savings of $80 per prescription, including the Pharmaceutical Care payment).  
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Non-Cost Related Recommendations 

The Commission is also making the following quality improvement recommendations that do not 
generate immediate cost savings, but are intended to improve the overall quality of 
administration and recipient care services.  As already discussed, two of these three items 
(Pharmaceutical Care and Sampling) originate from specific reports submitted by Commission 
subcommittees.  They are included earlier in the report. 

Á Simplify Pharmaceutical Care Billing – Create an automated billing mechanism for 
Pharmaceutical Care services to replace complicated hand-billing procedures pharmacies 
must currently follow to generate fees.

Á Do Not Allow Samples to Qualify for PA – Create prior authorization criteria that 
exclude patient stabilization on brand samples as a reason for allowing access to non-
preferred brand medications. 

Á Use Technology to Simplify and Streamline PA Review Process – This strategy 
involves reviewing ways to used web-based prior authorization and e-prescribing as 
additional tools available to minimize pharmacy workload related to PA requests that are 
not accurately submitted by prescribers. 
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Pharmacy Society of Wisconsin Recommendations

The Pharmacy Society of Wisconsin (PSW) submitted for Commission consideration a list of 
items intended to recommend a payment formula and to offer cost savings measures to help 
offset the associated costs.  These items are attached in Appendix 3.  Most of these items have 
already been addressed in the recommendations outlined in this paper.  Two additional items not 
addressed in this paper are to reform the brand medically necessary prior authorization approval 
system and develop a statewide standard on medication management.  These items are 
recommended for referral as appropriate to DHFS’ PA Committee and/or DUR Board.  
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VI Current Prescription Drug Payment Formula 

Wisconsin Medicaid, like virtually all payers, pays pharmacists for dispensing medications to 
consumers in two parts:  

Á A dispensing fee for professional services (including ordering, inventory, filling, billing 
and counseling the consumer). In the case of Wisconsin Medicaid, BadgerCare and 
SeniorCare, these services often include obtaining information required for prior 
authorization of drugs not on the preferred drug list (PDL) or working with the 
prescribers to prescribe a preferred drug. 

Á Payment for the medications (ingredients) plus a small ingredient markup to assure costs 
are covered and to account for the fact that the cost of dispensing is greater than the 
dispensing fee that is paid.  

Generally, the dispensing fee is a uniform amount per prescription.  The ingredient costs are the 
payer’s allowance for the pharmacists’ cost of acquiring the drugs.  As such, total reimbursement 
to pharmacies is expressed as: Total reimbursement = ingredient allowance + dispensing fee.
Medicaid and other payers are also beginning to provide payment for services in addition to 
routine dispensing.  These services relate to pharmacist involvement in the selection and use of 
preferred products and in the management of more complex medication regimens. 

Estimating Ingredient Costs 

Pharmacists’ ingredient acquisition costs are not known to payers for a variety of reasons.
Pharmacies purchase from multiple sources under differing terms so that even a single pharmacy 
may be sourcing a single drug at multiple prices.   

Because acquisition costs vary among pharmacies and are not specifically known, they are 
estimated.  All prescription drug payers, including Wisconsin Medicaid, BadgerCare and 
SeniorCare, must estimate pharmacies’ actual acquisition cost (AAC) for most drugs.  The 
estimated acquisition cost or EAC is any given payer’s allowance for the price generally and 
currently paid by pharmacies for a drug marketed in the dosages and drug forms being dispensed.  
Most payers have one method for estimating the acquisition costs for multiple source drugs 
(generics) and a different method for single source, innovator products (brand names).    

Generic Drug Ingredient Reimbursement 

A reimbursement method referred to as Maximum Allowed Cost (MAC) is used by Wisconsin 
Medicaid to set reimbursement rates for generic products that are readily available from multiple 
manufacturers.  Under MAC, the Wisconsin Medicaid programs pay pharmacies an amount it 
determines to be, on average, 10% above the lowest price available in the market for that drug/ 
dose combination.  This becomes the uniform amount paid regardless of variability in pharmacy 
generic acquisition costs.  Furthermore, for brand prescriptions where a generic equivalent is 
available, Wisconsin Medicaid will only pay the generic price for the brand unless the physician 
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submits documentation to justify use of the brand.  These policies are designed to encourage 
pharmacies to take advantage of all legally permitted generic substitutions. 

The Wisconsin Medicaid program has established low MAC pricing on generics as a matter of 
policy for many years.  Commission members who are practicing pharmacists reported that 
Wisconsin Medicaid’s MAC prices are consistently the lowest in the market and sometimes fall 
below the drug’s acquisition cost.  These members said that not every pharmacy may be in a 
position to acquire generic drugs below the MAC prices set by Medicaid.  This can be due to 
pre-established distribution channels and arrangements that do not allow acquisition at the lowest 
price of every drug in every instance. Commission members also reported, in addition to low 
MAC levels, Wisconsin Medicaid has more generic products subject to a MAC price than other 
Medicaid programs and other payers. 

To document pharmacists’ concerns about Wisconsin Medicaid’s low MAC reimbursement rate 
policies, the Pharmacy Society of Wisconsin (PSW) submitted a study it had previously 
conducted that compares Wisconsin’s generic pricing to other Medicaid programs.  PSW 
compared Wisconsin Medicaid MAC rates for twenty commonly dispensed generic drugs to the 
MAC rates of seven other state Medicaid programs and found that Wisconsin’s rates were 70% 
less than the other states’ programs.  See Appendix 4.   

Brand Name Drug Ingredient Reimbursement 

Wisconsin Medicaid reimburses pharmacies for brand name drugs (drugs still on patent) using a 
discount from Average Wholesale Price (AWP).  AWP is a reference “price” for a single 
drug/dose combination that correlates with, but does not represent, the actual wholesale cost of 
the product.  There is a single AWP for each drug that is accepted and used by payers for 
payment calculations. This information is systematically available to payers through companies 
such as First Data Bank. 

Currently, Wisconsin Medicaid employs a payment formula for brand name drugs of AWP 
minus 13%.  For SeniorCare, Wisconsin reimburses pharmacies at AWP-13% with a 5% 
premium, resulting in a net payment of AWP-8%.  This formula also applies to generic drug 
products that are not yet on the MAC list. Products that have recently become available in 
generic form are “single source generics,” made by only one generic manufacturer.  In these 
cases, MAC pricing is not applied because pharmacies must pay a generic acquisition cost that 
more closely resembles a brand price.   

Cost of Dispensing 

The dispensing fee is an amount paid to the pharmacy as reimbursement for costs associated with 
providing the medication to the patient and all costs associated with being open as a business, 
including but not limited to:  rent, utilities, staff salaries, equipment, compounding, patient 
counseling, and pharmacist time spent coordinating coverage information for the patient.   
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Wisconsin Medicaid’s dispensing fee is currently $4.38, both for brand and generic 
prescriptions.  Providers are also allowed to bill $0.015 per unit (pill) as an additional fee when 
medications are specially packaged as needed for effective utilization by a recipient.   

David Kreling, Ph.D. of the University of Wisconsin-Madison, presented his research findings on 
the cost of dispensing among Wisconsin pharmacies and testified that, on average, it will cost  
Wisconsin pharmacies approximately $9.50 to fill a prescription in 2006, and he estimated the 
cost in 2007 will be $9.94.  The slides from Dr. Kreling’s presentation are attached in Appendix 
5.  Commission members pointed out that Dr. Kreling’s model did not necessarily include 
additional costs that might be associated with serving Medicaid, BadgerCare or SeniorCare 
clients; specifically the costs of resolving prior authorization issues when consumers arrive with 
prescriptions for non-preferred drugs from the Medicaid preferred drug list.  In addition, 
pharmacies generally do not incur costs of handling “coordination of benefits” with other payers 
as they do with Medicaid. 
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VII Reimbursement Recommendations  

A subcommittee of the Commission developed and proposed a paper outlining fair 
reimbursement principles and describing a reimbursement methodology and formula that it 
believes meets these objectives.  This proposal follows. The principles in the proposal received 
support from the majority of the Commission.  
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Wisconsin Pharmacy Reimbursement Commission 
Establishing a Fair Pharmacy Reimbursement Formula for Wisconsin 

Medicaid

Gary Donaldson, Commissioner 
Kim Hodgkinson, Commissioner 

The Wisconsin Pharmacy Reimbursement Commission has received testimony 
that clearly illustrates reimbursement problems facing pharmacies that participate 
in the Wisconsin Medicaid, SeniorCare, BadgerCare and HIRSP prescription 
drug programs.  In order to maintain the quality and continuity of care currently 
enjoyed by these programs and their enrollees, system changes must be 
implemented that provide participating pharmacies with fair and equitable 
reimbursement for the prescriptions dispensed and services provided.

As two members of the Commission, we were tasked with the responsibility of 
making recommendations for revising the pharmacy reimbursement formula.  It 
was our objective to recommend changes that were both an improvement to the 
current reimbursement formula as well as achievable within the budgetary 
constraints of the program.  We recognize that additional policy decisions may 
need to be implemented in order to generate program savings to facilitate the 
increased payments associated with the reimbursement formula changes that we 
recommend. 

Background

Multi-Source Generics and Application of State Maximum Allowable Costs 
(MACs)

Generic drugs provided by pharmacies to Medicaid recipients are reimbursed 
according to a state-based Maximum Allowable Cost (MAC) list that is 
established unilaterally by the Wisconsin Department of Health and Family 
Services (DHFS).  This list was initially based upon the federal upper limits 
(FULs) established by the U.S. Department of Health and Human Services, 
Health Care Financing Administration (HCFA).  HCFA based its published FUL 
list on a survey of generic drug prices available from national wholesalers.   

In creating the Wisconsin MAC list, DHFS modified the FUL list to include 
additional drugs and lower prices based upon information obtained by DHFS 
about the price of generic drugs.  The MAC allowances established by DHFS are 
substantially less than any other state Medicaid program as well as known 
commercial insurance programs.   

The United States Congress has recommended changes to the Medicaid 
reimbursement policies for multi-source, generic drugs.  If the differences in the 
current federal budget bills are reconciled between the U. S. House of 
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Representatives and the U. S. Senate, which they are expected to be, beginning 
on January 1, 2007 the new FUL will be based upon 250% of the average 
manufacturers price (AMP).  It is not evident what the impact of this change will 
be to Wisconsin’s programs, however, it will likely provide a new standard that 
will be used by Medicaid programs as the basis for reimbursement of multi-
source drugs.

Brand Name, Single-Source Drugs 

The current formula for single source, brand name drugs with FDA-
granted market exclusivity and for innovator multiple source drugs with 
restrictive prescription status is the Average Wholesale Price (AWP) minus 13%.  
The discount off AWP has been increased from 10 percent to 13 percent 
over the past ten years.  The new, lower rate proposed in the current state budget 
(based upon gubernatorial veto) would further increase the discount from AWP 
required of pharmacies, from AWP-13% to AWP-16%.   

The Commission received reports and testimony regarding pharmacy acquisition 
costs of brand name drugs.  Acquisition costs reported to the Commission ranged 
from AWP-17% to AWP-22%.  However, pharmacy providers and some 
Pharmacy Commission members challenged the likelihood of many pharmacy 
providers acquiring all brand name drugs at the lowest end of that range. 

Average Cost of Dispensing and Wisconsin Program Dispensing Fees 

Wisconsin pharmacies currently recover less than half of their costs associated 
with dispensing a prescription through the dispensing fee.  The current State 
budget calls for further reducing the dispensing fee, associated with the 
dispensing of both brand name and generic drugs, by fifty cents per prescription 
to $3.88. 

The Commission received reports that consistently illustrated that the average 
cost associated with the dispensing of a prescription drug by a pharmacy to be 
$9.50 – $10.00 per prescription.  These costs correlate with testimony from 
individual pharmacist members of the Commission. 

It is also important to recognize that the cost of dispensing studies are based upon 
averages, meaning that the operating costs of some pharmacies are more and 
others are less than the average.  Using an average cost of dispensing 
methodology to establish reimbursement rates for pharmacy providers will cause 
all pharmacy providers to seek efficiencies in the dispensing process, especially 
those that have costs above the average. 

The State also provides for an enhanced dispensing fee in limited circumstances.  
For example, increased payment is provided for the dispensing of compounded 
prescriptions and for providing pharmaceutical care services at the time of 
dispensing the prescription.  Testimony provided by pharmacists who have used 
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the Pharmaceutical Care program indicated that the billing system for the 
enhanced services was in need of being updated and made more efficient. 

In an effort to provide an innovative solution to the current pharmacy 
reimbursement problems facing the Wisconsin Medicaid, SeniorCare, BadgerCare 
and HIRSP programs, the Commission recommends that the State of Wisconsin 
implement the following measures: 

1. Maintain current pharmacy reimbursement rates through the end of calendar 
year 2006. 

2. Implement the cost saving policy initiatives outlined in Section III of the 
report.

3. Eliminate the 5% SeniorCare enhancement fee effective January 1, 2007. 
4. Increase the AWP discount in the pharmacy reimbursement formula for brand 

name drugs to 15% effective January 1, 2007. 
5. Maintain the current dispensing fee for brand name drugs. 
6. Maintain the current process for establishing the generic MAC rates. 
7. Increase the dispensing fee for generic drugs to $9.88 effective January 1, 

2007.
8. Implement the recommendations of the Commission for enhancing the 

Pharmaceutical Care program. 
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Rationale for Adopting the Commission’s Pharmacy Reimbursement
Recommendations

Commissioners voting in favor of the reimbursement recommendation submitted the following 
rationale in support of their position: 

The current Wisconsin Medicaid reimbursement formula for generic drugs is: Wisconsin 
Medicaid MAC plus a $4.38 dispensing fee.  DHFS has stated numerous times that their 
MAC is at, or near, actual acquisition for pharmacies.  So, if one compares the $4.38 
dispensing fee to the $9.50 average cost to dispense from Dr. Kreling’s study, it is obvious 
that the pharmacies are losing a significant amount of money when filling generic 
prescriptions for the Wisconsin Medicaid program.  This is an unfair reimbursement formula 
and runs counter to the Governor’s commitment of providing reimbursement levels that 
represent a fair price, and counter to the desire of DHFS to form a partnership with pharmacy 
providers.

For the generic reimbursement to be fair, it must cover the cost of the drug, and at the very 
least, the cost for the pharmacy to dispense the drug to the Medicaid recipient.  The 
Commission established that Wisconsin MAC for generic drugs is at, or near, the cost of the 
drug.   Therefore, the dispensing fee must be $9.50 or above to achieve a fair level.  The 
rationale for the $9.88 dispensing fee is warranted and justified.   For every prescription that 
is switched to a generic drug, the State saves a tremendous amount of money.  The pharmacy 
should at the very least be able to break even on the transaction.  If the pharmacy 
reimbursement recommendation is not adopted, the inadequacies in pharmacy payment by 
Wisconsin Medicaid for generic drugs will only increase as generic utilization increases. 

To help offset the impact on the budget by increasing the generic dispensing fee, the 
Commission recommends increasing the discount off of AWP for brand name drugs from 
13% to 15% and eliminating the 5% enhancement for SeniorCare.  This accomplishes the 
goals of lowering expenditures on brand name drugs and requiring pharmacies to obtain 
drugs at very competitive prices.   It also strengthens the incentive for pharmacies to switch 
patients from expensive brand name drugs to less expensive generic drugs. 

Finally, when analyzing the budget impact of this recommendation, it should be considered in 
the context of the generic vs. brand drug trend which shows a marked increase in generic 
utilization over base. 

This is the rationale for the Commission’s recommendation and sound basis for the higher 
generic dispensing fee.  The Commissioners understood this and a majority of them supported 
it by voting in favor of the recommendation.   

HP04024/PERM



VI Appendices 

Appendix 1  
DHFS Staff Analysis – Median Revenue Loss Resulting from Budget Veto 

Appendix 2  
Journal of the American Medical Association (JAMA) Sampling Editorial 

Appendix 3  
PSW Recommendations for the Commission 

Appendix 4   
Pharmacy Society of Wisconsin (PSW) Generics Comparison Spreadsheet 

Appendix 5 
Power Point Slides from Dr. Kreling’s Presentation to the Commission 
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APPENDIX 1
Governor's Pharmacy Reimbursement Commission
Economic Impact of Proposed Rate Reduction
Summary Statistics
Note: All amounts include claims from Medicaid, Badgercare and SeniorCare and
all amounts are All Funds

Median Statistics
Median Annual Paid by Pharmacy Provider (Adjusted for Part D) $194,244
Median Annual Medicaid Revenue Loss from Rate Reduction $6,983
Median Percent Revenue Loss 3.6%

Medicaid Revenue Loss from Rate Reduction, by Range
Range of Revenue Loss Pharmacy Count
Greater than $100,000 7
$50,000 to $99,999 17
$25,000 to $49,999 94
$15,000 to $24,999 169
$10,000 to $14,999 191
$5,000 to $9,999 301
$0 to $4,999 501

Source: Division of Health Care Financing (12/13/05)
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Appendix 3

Pharmacy Society of Wisconsin’s Recommendations for the Commission 

Chris Decker, RPh, Executive Director, Pharmacy Society of Wisconsin (PSW), 
reiterated that the Commission’s charge is to find savings and to ensure fair payments to 
pharmacists.   

As such, PSW recommends the following: 

¶ Increase Wisconsin Medicaid dispensing fee to the average cost of dispensing in 
Wisconsin. 

¶ Adopt an enhanced dispensing fee for generics 
o $12 dispensing fee for generics; $8 dispensing fee for brands – given that 

the average cost to dispense is $10 per script. 
¶ Simplify Pharmaceutical Care. 
¶ Develop a statewide standard on medication management with the State taking a 

leadership role. 
¶ Account for the full impact of blockbuster drugs going generic over the next 

biennium. 
¶ Reform the Brand Medically Necessary prior authorization approval system. 
¶ Require greater prescriber responsibility for prior authorization. 
¶ Adopt additional incentives for generics, e.g., a pill-splitting program, an 

expanded Medication Therapy Management program. 
¶ Ensure that the State is collecting all rebate dollars that it is entitled to collect. 
¶ Work with providers to ensure that the most cost-effective product is used. 
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Wisconsin Pharmacy Reimbursement Commission 
Minority Report

Bruce Weiss, M.D., M.P.H., Commissioner 
Douglas Lee, M.D., Commissioner 

Patricia Finder-Stone, R.N., Commissioner 

The Wisconsin Pharmacy Reimbursement Commission was appointed by the Governor to 
recommend changes to the State’s pharmacy reimbursement system for the Medicaid, 
BadgerCare, SeniorCare and HIRSP programs to reduce costs while maintaining vital benefits.   
These recommendations could include implementing an alternative methodology for setting the 
acquisition price for name brand and generic drugs, using a tiered reimbursement system, and/or 
changes to the dispensing fee to reflect the level of therapeutic review. 

As members of the Commission in the minority, we were asked to outline the few issues we 
differ from our colleagues.  In general, we are in agreement with the Commission’s 
recommendations regarding enhancement of the Pharmaceutical Care program, Preferred Drug 
List, supplemental drug rebates and increased generic utilization. While we support fair 
reimbursement for pharmacies, we do not agree with the reimbursement scenario adopted by the 
Commission majority.   

Background

Medicaid, BadgerCare and SeniorCare pharmacy copayments are statutorily limited and are 
substantially less than those of commercial and Medicare.  The lack of copayment differential 
between generic and brand drugs creates greater dependence on pharmacists’ intervention and 
formulary management to promote appropriate generic utilization.

Current reimbursement methodology for generic drugs may actually be set too low and may 
discourage dispensing of generic medications.  Ingredient payments for some generic drugs are 
reported to be at or below actual acquisition costs (AAC) for some pharmacies, due to aggressive 
maximum allowable cost (MAC) price management.  At the same time, the proportion of generic 
drugs has been increasing due to the implementation of a preferred drug list (PDL) and more 
assertive management of Brand Medically Necessary (BMN) medications.  These factors have 
created a worsening financial dilemma for pharmacies in that they are not being reimbursed their 
costs for a greater percentage of Medicaid prescriptions.

Conversely, Medicaid reimbursement for brand medications exceeds AAC and is greater than 
comparable commercial rates.  Historically, the excessive Medicaid payments on branded drugs 
offset the marginal payments on generics.  A more rational reimbursement strategy would 
increase generic reimbursement and lower reimbursement for brand drugs, thereby encouraging 
rather than discourage generic utilization.

Future reimbursement strategies need to reallocate cost savings from brand drugs to generic 
drugs.  This can be done by: maintaining the current MAC pricing and increasing the generic 
dispensing fee; maintaining the current dispensing fee and increasing the MAC pricing; or a 
combination of the two. 
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Additional reimbursement strategies to streamline and increase reimbursement to pharmacies for 
services that result in savings to the State should also be implemented.  This can be achieved by 
additional payments for specific services such as pill splitting, facilitating a switch from brand to 
generic, elimination of duplicative or unnecessary medication via the Pharmaceutical Care 
program, as well as, supporting the State’s preferred drug list by coordinating prior 
authorizations.

Our positions are based on the following principles against which a proposed reimbursement 
formula can be tested: 

¶ Access to vulnerable patients should be assured. 
¶ Quality of the care being purchased should be maintained or enhanced. 
¶ The State of Wisconsin should be a prudent purchaser so that 

expenditures provide the maximum benefit to the citizens of the State. 
¶ Increased payments should be targeted towards payment for 

performance by rewarding pharmacies to promote greater generic use 
and to enhance patient care and lower overall costs. 

If pharmacy payments are fair, and are targeted to appropriate actions as suggested in the 
Majority Report, then access and quality would be assured.  The question is “what level of 
reimbursement is needed to be fair?” 

The Commission heard testimony about potential withdrawal of service from pharmacists based 
on inability to stay in business. Anecdotal testimony was given that current reimbursement is 
inadequate for small pharmacies because they cannot purchase drugs as efficiently as larger 
entities.  However, no documentation was presented or provided to substantiate this apparent 
variation in small pharmacy acquisition costs and to quantify how many pharmacies are 
impacted.  

Although there was agreement that the average cost to a pharmacy to dispense a drug is about 
$9.50, there is public information from chain pharmacies reporting costs in that setting as low as 
$4.50 per prescription.

Evidence was presented that, on a statewide basis, pharmacies accept payment terms from 
commercial payers at or below Medicaid rates. Evidence was not presented that Medicaid 
overpays or underpays globally. 

This leaves us with two problems: 

¶ In the absence of full data, it is not possible to make a recommendation for any specific 
reimbursement formula or level with confidence that money is being spent wisely. 

¶ Any reimbursement level that allows the least efficient critical access pharmacy to be 
profitable guarantees that the State will not be purchasing prudently elsewhere.  

Although the majority report's payment formula recommendations in combination with the other 
cost containment measures recommended come very close to meeting the level of savings sought 
by the Governor in this biennium, the payment formula effectively negates much of the 
utilization savings in successive biennia. 
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Recommendations 

1. We support the reduction of reimbursement for brand medications through a greater 
discount off of AWP to decrease the profit disparity between brand and generic drugs. 

2. We support a modest increase in reimbursement for generic medications, either through 
an increase in dispensing fee or higher MAC prices to decrease the profit disparity 
between brand and generic drugs.  However, we do not support raising the dispensing fee 
to the level recommended by the Commission majority ($9.88). 

3. We strongly support the remaining Commission recommendations regarding the
Pharmaceutical Care program, prohibition of sampling, pill splitting, targeted brand to 
generic switching, mandatory generic and further expansion of the preferred drug list. 

4. For those small independent pharmacies that believe that they are not being adequately 
reimbursed, we recommend that DHFS, in accordance with existing provisions, review 
the pharmacies’ costs and their payment terms from other payers, in order to set 
appropriate reimbursement. 

HP04024/PERM


